Step 1: DETERMINE INDEX OF ALL SECTORS 
OF THE MARKET PLACE ' 



Determine the Stock Index ^ 
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Determine the Money Market Index e 



Step 2: WEIGHT THE INDIVIDUAL INDEXES 



Step 3: COMBINE THE INDEXES INTO A 
SINGLE CAPITAL MARKET INDEX 
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Step 4: RECAI..CULATE THE CAPITAL MARKET 
INDEX AS THE PORTFOLIO CHANGES 



Figure 1. General Methodology of Oj Preferred 
Embodiment of the Present Invention' 
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Figure 2. Steps Used to Detennme the Stock Index for 
Use in Oy, Preferred Embodiment of thePresent Invention 



Determine the Bond Index 



SELECT THE BOND PORTFOLIO K 
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Figure 3. Steps Used to Determine the Bond 'Index for 
Use in Preferred Embodiment of the Present Invention 




Determine the Money Market Index 
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SELECT THE MONEY MARKET PORTFOLIO \j 
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CALCULATE THE MARKET 
VALUE FOR EACH SECURITY 



^Alternative 2 



COMPUTE THE INDEX 



Figure 4. Steps Used in Detennining the Money Market Index 
• for Use in ' Preferred Embodiment of the Present Inv4^^1on 
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Step 2: WEIGHT THE INDEXES 
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Figure 5. Step 4 of the Method of cv. Preferred Embodiment of the Present Invention 
is the Weighting of the Indexes 



Step 4:~RECALCULATE THE TOTAL MARKETTNDEX 
AS THE PORTFOLIO CHANGES 



REMOVE SECURITIES NO LONGER TRADED 
OR NO LONGER ON THE MARKET 
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REPLACE REMOVED SECURITIES 



CALCULATE MARKET PRICE OF NEW 
PORFOLIO 



NORMALIZE THE DIVISOR' 



CALCULATE NEW MARKET INDEX 



Figure 6. The Indexes Aie Recalculated as tiie Portfolios Change 
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STANDARD DEVIATION 



All portfolios can be benchmaiked against tfie C\D (Capital Maiket Index) by calculating the retunis of the portfolio 
and the standard deviation of the returns and comparing these statistics against the returns and standard deviation of 
the Capital Maiket Index. The comparison will show that a given portfolio will have either A) greater return & less 
risk - panel 1; B) greater return & greater risk - panel 2; C) less risk & less return - panel 3: or D) less return & 
greater risk - panel 4 than ttie Capital Maiket Index. Portfolios can be compared by measuring tfie difieiences 
between each and the Coital Maiket Index.. 



SELECT THE STOCK PORTFOLIO - Alternative 1 



Select All Marketable Equity Securities 



Figure 7. Alternatives One for Selectiag the Stock Portfolio for Use in Determining 
the Stock Index by the Method illustrated in Figure 2. / 



SELECT THE STOCK PORTFOLIO - Alternative 2 
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Compute the Market Capitalization for each Stock 
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Select 100% of the Largest Stocks 
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Arrange the Remaining Smaller Stocks by^ 
Industry Group 
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Select 5-15% of the Remaining Stocks 
By Industry Group \ 



Figure 8. Alternative TWo for Selecting the Stock Portfolio for Use in Determining 
die Stock bidex by the Method illustrated in Figure 2. 



SELECT THE STOCK PORTFOLIO - Alternative 3 



Compute the Market Capitalization for each Stock 



Select 90% of die 500 Largest Capitalized Stocks 



Select 10% of the Small Cap Stock Index 



Figure 9. Alternative Three for Selecting the Stock Portfolio for Use in Determinmg 
the Stock Index by die Method illustrated in Figure 2. 
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SELECTION OF BOND PORFOLIO - Alternative 1 ^ 



Select 100% of the U.S. Treasuiy and Federal Agency 
Issues with Maturity in Excess of One Year 



Most Recent Investment Grade Corporate and 
Foreign Bonds with Representation by Maturity 
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Representative and Liquid Mortgage-Backed Securities 
Industry Group 
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Representative Asset Backed Securitites 



Figure 10. Alternative One for Selection of Bond Portfolio 



SELECTION OF BOND PORTFOLIO - Alternative 2 
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Select the Bonds of Alternative 1 



Add High Yield Bonds 



Add Municipal Securities 



Figure 11. Alternative Two for Selection of Bond Portfolio 



SELECTION OF MONEY MARKET PORFOLIO - Alternative 1 



Select 100% of^e U.S. Treasury and Federal Agency 
Issues with Maturity Less Tlian One Year 
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Most Recent Commercial Paper 
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Banker's Acceptances with Representation by Maturity 
Proportions in Multiple Issues 



Corporate Issues with Maturity Less Than One Year 



Figure 12. Alternative One forSelectionof Money Market Portfolio 



SELECTION OF MONEY MARKET PORTFOLIO - Alternative 2 



Three Month Treasury Bill Returns for Treasuries' 



50/50 Blend of CD's and BA's for other Money' 
Market Instruments 



Figure 13. Alternative Two for Selection of Money Market Portfolio 



WEIGHT THE INDEXES - Altem^ive 1 
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Obtain Values from Federal Release Zl 



Obtain Values from Treasury Releases 



Compute the Money Market Holdings 
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Compute the Bond Holdings 
1 



Sum the Equity Market Value, the Bond 
Holdings and die Money Market Holdings 



Compute the Percentage Weight Given 
to Each Index 



Multiply Each individual Wdghting 
Percentage by that fadividual Index 



Figure 14. Alternative 1 used in ^ Preferred Embodiment of the Present Inv^ion 
for Weighting the Indexes 
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WEIGHT THE INDEXES - Alternative 2 



Obtain Bond Holdings Level from 
Federal Release Zl 



Add Municipals to Bond Holdings Level 
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Obtain the Project Note Level 



Add Municipals to Short Term Holdings 
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Sum^ Equity Market Value, the Bond Holdings with Municipals, 
and the Money Market Holdings with Municipals 



Compute the Percentage Wdght Given 
to Each Index 



Multiply Each individual Weighting 
Percentage by that Individual Index 



Figure 15. Alternative 2 used in ' <>>' Preferred Embodiment of the Present Inverc^jpn 
for Weighting the Indexes 




WEIGHT THE INDEXES - Alternative 3 
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Compute the Bond Percentage = Bond Index Market Value/ 
(Bond Index Market Value + Equity Index Mar|oet Value) 



Compute Equity % = 0.9 0 times the Bond % 



Compute Money Market % = 0, 10 times the Bond % 



Multiply Each individual Weighting 
PerceriSge by that Individual Index 



Figure 16. Alternative 3 used in .^s- Preferred Embodiment of the Present Invefdu7n 
for Weighting tiie Indexes 



WEIGHT THE INDEXES - Alternative 4 



Compute the Divisor = sum(Bond Index Market Value, 
Equity Index Market Value, Money Market Index Market Value) 



Compute the Bond Percentage = Bond Index Mailcet Value / Divisor 



Compute the Equity Percentage = Equity Index Market Value / Divisor 
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Compute the Money Market Percentage =Money Market Indeex Market Value / Divdsor 



Multiply Each individual Weighting 
Percentage by that Individual Index 
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Figure 17. Alternative 4 used in o. ' Preferred Embodiment of the Present Invef^io(\' 
for Weig|;iting the Indexes 
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METHOD OF DEVELOPING AN ANALYTICAL INDEX 



Obtain Revised Government Data 
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Recalculate and Reweight the Revised Index 



Recalculate and Reweight Each Subsequent 
Index Leading to the Present Index 



JFij^relS. Steps Used in Developing an Analytical Index 



METHOD OF DEVELOPING A MULTI-COUNTRY INDEX 



Compute the Index Value and the Market Value 
of the Index in Each Included Country 
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Determine the Currency Value of Each Included Country 



Compute the Multi-Country Summation 



Compute the Divisor 
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Compute the Multi-Country Index 



Figure 19. Steps Used in Developing a Multi-countiy Index 
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